PAGE  
2

[image: image4.png]$90,000,000
$80,000,000
$70,000,000
$60,000,000
$50,000,000
$40,000,000
$30,000,000
$20,000,000
$10,000,000

so

State Expenditures on Charter Schools Under Proposed System
Total Cost: $269,045,606

580,888,842  State Charter Line Item
@ Transitional Aid to Districts
$53,047,200
$49.921,736
548,152,000
530,454,695
52581132
2009-10 2010-11 2011-12 2012-13 2013-14 2014-15



                                           [image: image2.png]OUR RACE

TO THE TOP




Connecticut’s Need for a New Charter School Funding System

We are grateful to the State Board of Education for scheduling a special deliberative discussion around public charter school funding and for the opportunity to weigh in on this topic. Increasingly, citizens and stakeholders across the spectrum in Connecticut recognize the need for equity in funding for the state’s public charter schools. Our existing system is too expensive for the state, too uncertain for charter school parents and students, and too much of a barrier to growth for these schools. We believe there is a great opportunity before us to fix our existing inequity and devise a long-term sustainable funding system for charter schools while making Connecticut competitive in the Race to the Top. To do so we are proposing a new charter school funding system with the following elements:

1) A “money follows students” funding mechanism (phased in over time), as is already employed in virtually every other state.

2) An equitable funding formula that ensures that the funding allocated to charter school students is equivalent to the sending district’s average per pupil expenditure.

3) A transfer of responsibility for the cost of special education students to charter schools, with the exception of out-of-district placements.

4) The creation of a school facilities allowance for charter schools and a provision to provide access to state bond funding for school facilities on equivalent terms as traditional public schools. 
Here’s why we need this new approach to funding charter schools:

· Connecticut’s existing funding system for charter schools is an outlier. Every other state but two funds charter schools through a more efficient, stable system: 

1. Hawaii and Rhode Island are the only other states that use a yearly line item in the state budget for all charter funding.

2. As state charter enrollment grows each year, the line item must be adjusted annually to precisely track this change. This is an unsustainable system that puts new schools at risk of half-completion, and virtually every other state with a charter law has found a better alternative.
· The current system misallocates scarce public dollars by paying districts for students they no longer educate while short-changing charter school students. 
1. Taxpayers are paying to educate the same students twice: Connecticut pays districts more than $186 million a year for students they no longer educate.

2. At the same time, in the current system, public charter schools only receive about 75 percent of per pupil funding that districts receive.

3. Instead of using that money to equitably fund the student’s public charter schools, the state pays twice – once to the district that no longer educates the child, and once to the charter school, but at an inequitable rate.
· The state has a constitutional obligation to ensure all public school students have equal access to the public resources that pay for public education. Matching charter school funding to the spending levels of their actual sending districts, rather than the statewide average, is the appropriate reference point for ensuring equity.
1. In a series of decisions, going back over thirty years to Horton v. Meskill, the State Supreme Court has ruled that the state has a constitutional obligation to “provide a substantially equal educational opportunity” to all public school students. Public charter school students are the public’s responsibility just as much as their peers in traditional public schools, and the state bears an equal obligation to ALL public school students to ensure equitable access to the public resources that fund our state’s schools.

2. Charter school students originate at a greatly disproportionate rate from the state’s urban centers, and they are disproportionately low-income, African-American and Hispanic. Through the progressive mechanism of the Education Cost Sharing funding formula, the state has recognized that students such as these are deserving of higher levels of state support—and the per pupil spending level of many of these urban districts is accordingly thousands of dollars above the statewide average. To deny charter school students access to the same level of public resources as their peers would not be equitable, nor would it satisfy Race to the Top’s requirements.
· A “money follows the child” approach is consistent with the original intent of the ECS formula. 

1. The state’s main tool for funding public schools, the Education Cost Sharing formula, was designed to allocate money on a per student basis. The formula was originally set up so that every year the money districts receive from the state is based on the number of students enrolled in their schools. Money following the child is an extension of this approach.

2. Those familiar with the budgeting process for local school districts point out that the existing way ECS grants are dispersed often short-changes schools by sending the funding to municipalities first. We agree, which is why we support moving to a system that funds school districts, not cities and towns, with a “money follows students” approach (details of this comprehensive proposal can be found in our recent policy report The Tab).
3. The State Board of Education would retain its sole authority to authorize state charter schools, with local consultation and hearings. This deliberative authorization process would continue to ensure that charter schools are opened where they are most needed, where there is strong community support, and by operators with track records of success.
· The financial impact of moving to this new funding system is minimal for the vast majority of districts. 

1. The new system would not be implemented until the next budget biennium, beginning in 2011-12.

2. All transfer costs are phased in over four years with no financial impact at all to districts until the 2012-13 budget year.

3. The median cost of these transfers per year to districts is $10,687.

4. In 85 percent of districts, the transfer costs are less than $100,000 a year.

5. In the handful of large districts with larger transfer costs, a portfolio strategy, as part of a comprehensive reform plan such as those already underway in Hartford and New Haven, will work to leverage these changes on behalf of all students in these districts, not just those attending charter schools. 
· Major school districts across the country, including Hartford, New York, and Washington, DC have recently implemented student-based funding within their districts, following a careful review of all possible options to break through decades of flat or declining student achievement.

1. Two years into this financial reform, Hartford showed faster improvement than any of Connecticut’s other large cities, matching 2008’s improvement rate with a 4.2 point performance gain increase in 2009.

2. In DC, students showed larger gains in fourth grade math on the Nation’s Report Card than any other state from 2007 to 2009. In eighth grade math, DC posted triple the national average in gains. Every subgroup of students in DC showed increases from the 2007 to 2009 report card.

· Local charters can play an important part in district reform strategies, but they are not a substitute for a continued robust role for fully autonomous state charters. 

1. State charter schools are a unique, and uniquely effective, form of public schooling—particularly in closing Connecticut’s achievement gap. Charter schools make up just over 1 percent of all Connecticut schools, but in 2009 they made up 10 percent of the Top 10 schools in the state across five performance criteria, including 30 percent of the Top 10 middle schools for African-American students. 

2. Local charter schools, operating inside a district structure, are not a substitute for the reform conditions created by state charter schools operating outside of, but in partnership with, school districts. The New Haven district reform plan came out, in part, of this healthy inside-outside relationship with state charter schools serving New Haven students.
· The federal Race to the Top grant competition is an opportunity for Connecticut to win up to $175 million or more and it directs states to ensure equitable treatment of public charter school students. President Obama has put charter schools front and center in this competition; as he said in a July interview with the Washington Post, “charters, which are within the public school system, force the kind of experimentation and innovation that helps to drive excellence in every other aspect of life.” 

1. The Race to the Top guidelines allot a full 40 points for states that ensure “successful conditions for high-performing charters and other innovative schools.”

2. With so many states in the running, the state’s funding system for charter schools could make or break Connecticut’s application.

3. Race to the Top’s scoring rubric and instructions to judges on how to allocate points within the charter school section are constructed to heavily prioritize the need for states to remove constraints on the growth of high performing charter schools.

4. The most forceful way to restrict growth of charter schools is to require that every seat in every school is legislatively appropriated every year. Simply increasing the state’s allocation of per-pupil funding would not address the most fundamental constraint on the growth of charter schools: the current line-item system. 
5. Other states are already ahead of us in the Race. The Massachusetts legislature, for example, recently passed an education reform bill to increase management flexibility in underperforming schools, raise the spending cap on charter schools in the lowest performing 10 percent of districts, and create a model for parents and community members to gain operational flexibility in their school.
· Congress is scheduled to reauthorize the No Child Left Behind law in the next year and all of the policy priorities laid out in the Race to the Top will very likely also be pushed through this law. If we don’t actively make this change now, it will likely be forced upon us later—when there is likely to be much less federal funding available to help. 

1. Senior members of the federal Department of Education have said that Race to the Top guidelines will prove influential in whether states receive Title I funds in the future. After the competition is over, the Department plans to “carry that forward through ESEA,” according to Carmel Martin, the department’s assistant secretary for planning, evaluation, and policy development.

· This new approach to charter funding will save the state millions of dollars over the next four years and the Race to the Top’s one-time payout is a good fit for covering the transitional costs of the program. 
1. Under the current system, the state is on track to spend $355 million through 2014-15, growing the charter line item to finish natural grade growth in open charter schools and support the ECS commission’s recommendation to increase per pupil funding to $10,600. Under the new funding system we are proposing, including transitional aid to districts, the state would spend $269 million through 2014-15, a savings of $86 million. 

2. In the final year of the transition in 2014-15, the annual cost to the state would be just $2.6 million, or less than 4 percent of the $65.9 million that the current system is estimated to cost by 2014-15. 

3. The only year this new system will cost more is 2011-12, which the state could cover using a portion of the winnings from the Race to the Top to pay for the immediate bump in state spending that would be needed to implement the transitional aid plan to districts and increase charter per pupil funding to parity. 
Connecticut Charter School Funding Proposal

As the State Board of Education assembles a package of policy proposals to maximize Connecticut’s competitiveness in the Race to the Top, the question of how best to redesign the state’s charter school framework is pressing. 
The following analysis summarizes what the Race to the Top application calls for in this arena, and then offers a set of recommendations for the State Board to include in its package.
When it comes to Charter Schools, What Does the Race to the Top Application Call For?
Out of 500 possible points, the Race to the Top scoring rubric sets aside 40 points for states to be judged on their framework for “ensuring successful conditions for high-performing charter schools and other innovative schools.” At 8 percent of the total, these points are far from a majority. But charter schools are weighted equally with the points set aside for states adopting common standards (40) and nearly on par with the points allocated to states for their data systems (47) and school turnaround strategies (50).

The following excerpt from the Race to the Top scoring rubric details how this criterion is further divided among five sub-criteria (each of which are presumably worth 8 points).

(Maximum total points: 40)  Ensuring successful conditions for high-performing charter schools and other innovative schools: The extent to which—

(i)  The State has a charter school law that does not prohibit or effectively inhibit increasing the number of high-performing charter schools (as defined in this notice) in the State, measured (as set forth in Appendix B) by the percentage of total schools in the State that are allowed to be charter schools or otherwise restrict student enrollment in charter schools.  


(ii)  The State has laws, statutes, regulations, or guidelines regarding how charter school authorizers approve, monitor, hold accountable, reauthorize, and close charter schools; in particular, whether authorizers require that student achievement (as defined in this notice) be one significant factor, among others, in authorization or renewal; encourage charter schools that serve student populations that are similar to local district student populations, especially relative to high-need students (as defined in this notice); and have closed or not renewed ineffective charter schools.

(iii)  The State’s charter schools receive (as set forth in Appendix B) equitable funding compared to traditional public schools, and a commensurate share of local, State, and Federal revenues.


(iv)  The State provides charter schools with funding for facilities (for leasing facilities, purchasing facilities, or making tenant improvements), assistance with facilities acquisition, access to public facilities, the ability to share in bonds and mill levies, or other supports; and the extent to which the State does not impose any facility-related requirements on charter schools that are stricter than those applied to traditional public schools.


(v)  The State enables LEAs to operate innovative, autonomous public schools (as defined in this notice) other than charter schools.
Where does Connecticut Stand on these Five Criteria?
The good news is that Connecticut’s current statutory and regulatory framework does a pretty credible job of covering the requirements outlined in the second of these five criteria: student achievement is explicitly treated as a requirement for charter authorization and renewal, the authorizing framework encourages the placement of charter schools in the highest need communities and in the rare instances when fundamental problems with charter school management have emerged, the state has intervened forcefully.

But Connecticut’s current statutory and regulatory framework falls significantly short of the mark on the other four criteria.
An Integrated Policy Proposal for Overhauling Connecticut’s Charter School Framework
The following is a set of inter-connected recommendations on legislative actions for the State Board to put forward as part of its package of policy proposals for the upcoming General Assembly session. This proposal seeks to balance the many budgetary challenges facing the state and key stakeholders with an approach that signals a strong commitment to developing a sustainable framework moving forward for “ensuring successful conditions for high performing charter schools and other innovative schools.”

I. First, remove enrollments caps and statutory provisions restricting charter school growth
As outlined in “Option 4” of the Commissioner’s December memo to the Board on charter school proposals, there are a number of relatively straightforward legislative revisions that can accomplish this purpose.

II. Second, redesign the charter school funding system

A redesigned funding system needs to address three underlying challenges:  

1) Ensuring equity in funding for charter schools and other public schools; 

2) Removing the  “effective inhibition” on charter school growth inherent in the current reliance on an annual state budget appropriation for each charter school “seat;” 

3) Providing facilities support to charter schools.

The proposal outlined below tackles all three challenges as follows:

· Transition, beginning in the next budget biennium (i.e. phasing in over FY 2011 and FY 2012), to a “money follows students” funding mechanism, as is already employed in virtually every other state, thereby lifting the restrictions on charter enrollment inherent in an annual state appropriations process (there are only two other states in the country that fund charter schools with an annual line-item appropriation, and one of them, Hawaii, actually does so as part of a funding system where money follows students statewide).

· As part of this new funding mechanism, address the funding equity issue by ensuring that the funding allocated to charter school students is equivalent to the sending district’s average per pupil expenditure.

· As in Massachusetts, establish a funding mechanism whereby the state reduces its aid payments to a sending district based on that district’s average per pupil expenditure multiplied by the number of students from that district enrolled in a charter school, with the state then transferring a corresponding sum to the receiving charter school.

· As in Massachusetts, provide three years of “impact aid” to sending districts to cushion their budget adjustment to lower enrollment: 100 percent of lost revenue in the first year, 60 percent in the second year, 40 percent in the third year. 

· As in Massachusetts, calculate the sending district’s average per pupil expenditure by subtracting the cost of out-of-district special education placements from the district’s net current per pupil expenditure.

· As in Massachusetts, transfer responsibility for the cost of special education students to the charter school, with the exception of out-of-district placements.

· As in Massachusetts, create a school facilities allowance for charter schools, by adding the statewide average of district expenditures per pupil for the acquisition, construction and improvement of school buildings, land and debt service into the per pupil funding allocation for charter schools.  

· Adapt existing statutory provisions to ensure that charter schools have access to state bond funding for school facilities on equivalent terms as traditional public schools.  

III. Third, create mechanisms for local districts to create innovative autonomous schools

This recommendation could be pursued in part by modifying the local charter school legislation as outlined in Proposal 3 of the Commissioner’s December memo to the Board on proposed changes to the charter school framework.

In addition, in order to be fully responsive to the Race to the Top requirement to enable districts to operate “innovative autonomous public schools” that are NOT charter schools, the existing statute outlining the CommPACT school model could be revised to fully align it with the RTTT application’s definition: 

“Innovative, autonomous public schools means open enrollment public schools that, in return for increased accountability for student achievement (as defined in this notice), have the flexibility and authority to define their instructional models and associated curriculum; select and replace staff; implement new structures and formats for the school day or year; and control their budgets.”  (p. 9)
What Will All This Cost?

As mentioned on page 5, this approach is designed to create a glide path for the state to transition away from the unsustainable line item approach to funding charter schools. Doing so will cost $269 million through 2014-15, or a savings of $86 million against the projected cost of continuing the line item approach during that period (which would cost approximately $355 million). 

In the final year of the transition in 2014-15, the annual cost to the state would be just $2.6 million to support transition aid to districts, compared to the $65.9 million that the current system is estimated to cost by 2014-15. 

The only year this new system will cost more is 2011-12, which, as was mentioned above, the state could cover using a portion of the winnings from the Race to the Top, realizing even more savings than the estimated $86 million. 

Appendix: Charts and Tables

Data below based on projected 2011-12 charter school enrollment, including planned grade growth through 2014-15
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Table: Estimated Transfers of State Funds from Districts to Charter Schools Under Proposal, based on 2011-12 Charter Enrollment, after 4-year transitional aid phase-in
	District
	Transfer Per Year

	Hebron
	$10,078

	Plymouth
	$10,160

	Derby
	$10,687

	Plainfield
	$10,707

	North Haven
	$10,804

	Barkhamsted
	$10,846

	Shelton
	$10,968

	Bristol
	$11,005

	Rocky Hill
	$11,354

	Canterbury
	$11,374

	East Lyme
	$11,383

	Simsbury
	$11,656

	Voluntown
	$11,738

	Bethany
	$11,744

	Branford
	$12,281

	Orange
	$12,310

	Putnam
	$12,551

	Darien
	$12,607

	Windsor Locks
	$13,108

	Westport 
	$15,081

	Hampton
	$15,684

	Greenwich
	$15,742

	Canaan
	$19,911

	Wallingford
	$22,012

	Brooklyn
	$22,174

	Andover
	$22,238

	Lisbon
	$22,356

	Granby 
	$22,784

	Farmington
	$23,170

	Middletown
	$24,148

	Plainville
	$24,268

	Franklin
	$24,928

	North Stonington
	$25,804

	Norfolk
	$27,404

	Old Lyme
	$29,492

	Ansonia
	$29,733

	Thomaston
	$30,795

	Somers
	$32,310

	Glastonbury
	$33,492

	East Hampton
	$33,525

	Salisbury
	$33,804

	Canton
	$33,987

	Enfield
	$34,041

	South Windsor
	$34,398

	Newington
	$36,564

	Milford
	$37,422

	Sharon
	$38,622

	Avon
	$42,236

	Meriden
	$42,664

	Sprague 
	$45,264

	Coventry
	$53,705

	East Haven
	$57,990

	Waterbury
	$58,310

	Griswold
	$62,766

	New Hartford
	$68,190

	New Britain
	$81,744

	East Windsor
	$83,237

	Litchfield
	$86,030

	Bozrah
	$88,664

	Windham
	$92,344

	Wethersfield
	$95,912

	Montville
	$103,626

	Waterford
	$111,680

	Ledyard
	$116,347

	Vernon
	$138,816

	Torrington
	$145,665

	West Hartford 
	$206,280

	Preston
	$209,934

	Stratford
	$223,160

	Groton
	$312,925

	West Haven
	$419,640

	Winchester
	$440,384

	Windsor 
	$561,614

	East Hartford
	$753,720

	Bloomfield
	$929,880

	Hamden
	$1,360,040

	New London
	$1,522,170

	Manchester
	$1,740,758

	Norwalk
	$2,881,382

	Norwich
	$3,113,248

	Stamford
	$3,829,515

	Hartford
	$16,125,750

	Bridgeport
	$16,492,014

	New Haven
	$27,207,988


Note: The complete figures can be found in an Excel spreadsheet provided to the Connecticut State Board of Education. 
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